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beginning before December 13, 1967, he 
may do so. 

[T.D. 7392, 40 FR 58638, Dec. 18, 1975, as 
amended by T.D. 7438, 41 FR 44392, Oct. 8, 
1976; T.D. 7935, 49 FR 1694, Jan. 13, 1984; T.D. 
8991, 67 FR 20437, Apr. 25, 2002]

§ 1.512(a)–2 Definition applicable to 
taxable years beginning before De-
cember 13, 1967. 

(a) In general. The unrelated business 
taxable income which is subject to the 
tax imposed by section 511 is the gross 
income, derived by any organization to 
which section 511 applies, from any un-
related trade or business regularly car-
ried on by it, less the deductions al-
lowed by chapter 1 of the Code which 
are directly connected with the car-
rying on of such trade or business, sub-
ject to certain exceptions, additions, 
and limitations referred to below. In 
the case of an organization which regu-
larly carries on two or more unrelated 
businesses, its unrelated business tax-
able income is the aggregate of its 
gross income from all such unrelated 
businesses, less the aggregate of the de-
ductions allowed with respect to all 
such unrelated businesses. For provi-
sions generally applicable to the unre-
lated business tax, see § 1.511–3, and for 
rules applicable to the determination 
of the adjusted basis of property, see 
paragraph (a)(2) of § 1.514(a)–1. 

(b) Effective date. Except as provided 
in paragraph (f) of § 1.512(a)–1, this sec-
tion is applicable with respect to tax-
able years beginning before December 
13, 1967. 

[T.D. 6500, 25 FR 11737, Nov. 26, 1960, as 
amended by T.D. 6939, 32 FR 17660, Dec. 12, 
1967]

§ 1.512(a)–3 [Reserved]

§ 1.512(a)–4 Special rules applicable to 
war veterans organizations. 

(a) In general. For taxable years be-
ginning after December 31, 1969, this 
section provides special rules for the 
determination of the unrelated busi-
ness taxable income of an organization 
described in section 501(c)(19). In gen-
eral, the rules contained in sections 511 
through 514 which are applicable to any 
organization listed in section 501(c) 
apply in determining the unrelated 
business taxable income of an organiza-

tion described in section 501(c)(19). 
However, that amount which is paid by 
members to the organization for the 
purpose described in paragraph (b)(1) of 
this section, if set aside from other or-
ganizational monies and accounts in an 
insurance set aside, may be excluded 
from the unrelated business taxable in-
come of the organization. The insur-
ance set aside shall be used exclusively 
for providing insurance benefits, for 
the purposes specified in section 
170(c)(4) of the Code, for the reasonable 
costs of administering the insurance 
program that are directly related to 
such set aside, or for the reasonable 
costs of distributing funds for section 
170(c)(4) purposes. If an amount so set 
aside is used for any purposes other 
than those described in the preceding 
sentence, it shall be included in unre-
lated business taxable income without 
regard to any modifications provided 
by section 512(b), in the taxable year in 
which it is withdrawn from such set 
aside. Amounts will be considered to 
have been withdrawn from an insur-
ance set aside if they are used in any 
manner inconsistent with providing in-
surance benefits, paying the reasonable 
costs of administering the insurance 
program for section 170(c)(4) purposes 
and for costs of distributing funds for 
section 170(c)(4) purposes. An example 
of a use of funds which would be con-
sidered a withdrawal would be the use 
of such funds as security for a loan. 

(b) Insurance set aside—(1) Purpose of 
payments by members. Payments by 
members (including commissions on 
such payments earned by the set aside 
as agent for an insurance company) 
into an insurance set aside must be for 
the sole purpose of obtaining life, sick, 
accident or health insurance benefits 
from the organization or for the rea-
sonable costs of administration of the 
insurance program, except that such 
purpose is not violated when excess 
funds from an experience gain are uti-
lized for those purposes specified in 
section 170(c)(4) or the reasonable costs 
of distributing funds for such purposes. 
Funds for any other purpose may not 
be set aside in the insurance set aside. 

(2) Income from set aside. In addition 
to the payments by members described 
in paragraph (b)(1) of this section, only 
income from amounts in the insurance 
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